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HEALTH CARE SYSTEMS INC

425 Hoes Lane
Post Office Box 6800

“REDACTED

August 22, 2000

Mr. Dan Maloney

Director of Purchasing
Omnicare, Inc.

100 East River Center Bivd.
Covington, KY 41011

Dear Mr. Maloney:

Enclosed is the fully executed copy of the Amendment to the Supply Agreement
between Omnicare, Inc. and Johnson & Johnson Health Care Systems Inc.

Shouid you have any questions or comments regarding this Amendment, please
contact Bruce Cummings at REDACTED  or me at your convenience.

Thank you for your continued support of the products of Johnson & Johnson.

Smcy : ‘ . . .
Keul J. Kim

~ Associate Manager, Account Development

REDACTED

Attachment

cc: B. Cummings (Janssen)
bee: K: Zito (HCS-CA)

P. Bender (Janssen)

T. Knox (Janssen)

S. Boriello (OMP)

D. Butler (Janssen)

C. Jones (Janssen)

P. Kim (HCS)

File

CONFIDENTIAL  JNJ 001027
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NDC J&J GENERIC STRENGTH How Supplied Eaches Per SUOM
NAME DESCRIPTION
50458043010 {Propulsid Cisapride 10 MG Tablets BOTTLE of 100
50458043012 |Propulsid Cisapride 10 MG Tablets BOTTLE of 120
50458043050 (Propulsid Cisapride 10 MG Tablets BOTTLE of 500
50458044001 |Propulsid Cisapride 20 MG Tablets BOXES of 100
50458044006 |Propulsid Cisapride 20 MG Tablets BOTTLE of 60
50458044025 |Propulsid Cisapride 20 MG Tablets BOTTLE of 250
50458044010 |Propulsid Cisapride 20MG Tablets BOTTLE of 100
50458045045 |Propulsid Cisapride TMG/ML 450 ML Oral Suspension BOTTLE of 1
Suspension
50458043001 |Propulsid UD Cisapride 10 MG Tablets BOTTLE of 100
00045009560 |PANCREASE CAPS |Pancrelipase 4500 U.S.P. UNITS CAPSULES 100
00045009569 |PANCREASE CAPS |Pancielipase 4500 U.S.P. UNITS " CAPSULES 250
00045034160 |PANCREASE MT 4 |Pancrelipase 4000 U.S.P. UNITS CAPSULES 100
00045034260 |PANCREASE MT 10 |Pancrelipase 10000 U,S.P. UNITS CAPSULES 100
00045034360 |PANCREASE MT 16 |Pancrelipase 16000 U.S.P. UNITS CAPSULES 100
00045034660 |PANCREASE MT 20 |Pancrelipase 20000 U.S.P. UNITS CAPSULES 100
50458030001 |Risperdal Risperidone 1 MG Tablets BOTTLE of 100
50458030006 |Risperdal Risperidone 1 MG Tablets BOTTLE of 60
50458030050 |Risperdal Risperidone 1 MG Tablets BOTTLE of 500
50458032001  |Risperdat " |Risperidone 2MG Tablets BOTTLE of 100
50458032006 |Risperdal Risperidone 2 MG Tablets BOTTLE of 60
50458032050 |Risperdal Risperidone 2MG Tablets BOTTLE of 500
50458033001 [Risperdal Risperidone 3MG Tablets BOTTLE of 100
50458033006 |Risperdal Risperidone 3 MG Tablets BOTTLE of 60
50458033050 |RlIsperdal Risperidone 3 MG Tablets BOTTLE of 500
50458035001 |Risperdal Risperidone . 4AMG Tablets BOTTLE of 100
50458035008 |Risperdal Risperidone 4 MG Tablets BOTTLE of 60
50458030503 |Risperdal Oral Risperidone 1 MG/ML 30 ML Oral Solution BOTTLE of 1
Solution

00062546001 |Spectazole Cream Econazole Nitrate 1% 30 GM Cream TUBE of 1
00062546002 [Spectazole Cream  |Econazole Nitrate 1% 15 GM Cream TUBE of 1
50458029001 {Sporanox Cap ltraconazole 100 MG Capsules BOTTLE of 30
50458029004 |Sporanox Cap ltiraconazole 100 MG Capsules BOTTLE of 30
00045063965 |Topamax topiramate 25mg Tablets Bottle of 60’s
00045064165 |Topamax topiramate 100 mg Tablets Bottle of 60's

" 00045064265 Topamax topiramate 200mg Tablets B Bottle of 60's
00045048632 |Tylenol Chewables |acetaminophen 80 MG Chews CASE of 48X30
00045012303 |Tylenol Child Lig acetaminophen 160 MG 4 OZ Oral Suspension CASE of 36
00045045103 |Tylenol ES Cap acetaminophen 500 MG Caplets CASE of 20 X 150
00045045104 |Tylenof ES Cap acetaminophen 500 MG Caplets CASE of 10X150
00045045170 |Tylenol ES Cap acetaminophen 500 MG _Caplets BOTTLE of 700
00045012218 |Tylenol Grape Susp |acetaminophen 80 MG 15 ML Oral Suspension CASE of 36
00045050180 |Tylenal RS Cap acetaminophen 325 Caplets BOTTLE of 1
00045050190 |Tylenol RS Cap acetaminophen 325 Caplets BOTTLE of 1
00045050130 [Tyleno! RS Tabs acetaminophen 325 MG Caplets CASE of 20X150
00045052660 |Tylox Cap acetaminophen/oxycodone 5 MG Capsules BOTTLE of 100

hydrochloride
00045052679 |Tylox UD Cap acetaminophen/oxycodone 5 MG Capsules BOTTLE of 100
hydrochloride

00045065960 |Uitram tramadol 50 MG. Tablets BOTTLE of 100
00045065910  |Ultram tramadot 50 MG Tablets BOTTLE of 100
00045065970 |Ultram “[tramadol 50 MG Tablets BOTTLE of 500
50458011001  |Vermox - mebendazole T 100 MG Tablets CARD of 12
6285624330  |Aciphex Rabeprazole sodium 20MG Tablets BOTTLE OF 30
6285624341 Aciphex Rabeprazole sodium 20MG Tablets BOTTLE OF 100

OMNICARE2000

PAGE 20 of 25
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Unknown

From: Cummins, Bruce [JAN]

Sent: Monday, September 13, 1999 4.57 AM
To: Grant, Martine [HCS]

Cc: Butler, Dave [JAN]; Jones, Colleen [JAN]
Subject: Omnicare Rebates

Martine,

| am sending you all of the copies of information that | received from Omnicare last week in association with the ongoing
rebate dilemma. There have been a couple of new twists added.

*The amount of $702,761.30 that was brought to our attention Omnicare for purchases made outside of the
JJHCS contract was incorrect. This amount was actually the amount of the 1% overlay for 1998-1299. The $300,000
educational funding amount was generated for the 1% overlay from 1997-1998, which Omnicare figured to be
$339,852.00. These amounts were generated based on an oral agreement between Denny Sherrill and Dan
Maloney,
in essence because, Omnicare's contract was missing the page that described performance tiers needed to
qualify for rebates.

*The amount requested by Omnicare for rebates lost from ordering outside the contract were as follows and will
be included in my mailings to you. ( Please refer this information to Bonnie Stocker and Sue Giriffin).

Rebates Lost

3rd Quarter 1997 $75,106.11
4th Quarter 1997 $23111.57
1st Quarter 1998 $ 23,343.77
2nd Quarter 1998 $103,114.93
3rd Quarter 1998 $ 86,613.10
4th Quarter 1998 $ 49,329.01
Total $360,618.48

CONFIDENTIAL JNJ 301087
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Martine,

| am sending you all of the copies of information that | received from Cmnicare last week in
association with the ongoing rebate dilemma. There have been a couple of new twists added.

*The amount of $702,761.30 that was brought to our attention Omnicare for purchases
made outside of the JUHCS contract was incorrect. This amount was actually the amount of
the 1% overlay for 1998-1999. The $300,000 educational funding amount was generated for
the 1% overlay from 1997-1998, which Omnicare figured to be  $339,852.00. These amounts
were generated based on an oral agreement between Denny Sherrill and Dan Maloney,

in essence because, Omnicare's contract was missing the page that described
performance tiers needed to qualify for rebates.

*The amount requested by Omnicare for rebates lost from ordering outside the contract
were as follows and will be included in my mailings to you. ( Please refer this information to
Bonnie Stocker and Sue Griffin).

Rebates Lost

3rd Quarter 1997 $ 75,106.11
4th Quarter 1997 $23,111.57
1st Quarter 1998 $ 23,343.77
2nd Quarter 1998 $103,114.93
3rd Quarter 1998 $ 86,613.10
4th Quarter 1998 $ 49,329.01
Total $360,618.49

Dave,

I would like to explain to you how | am planning to solve the rebate issue with Omnicare.

As you our aware Omnicare initially came to us with two figures:

*The first figure was $300,000 for the 1% overlay which we felt obligated to pay based on
the contract revisions

(market components and revision of the dacon issue).

*The second figure was $702,761.30 which was explained to us as rebates that should
have been credited to

Omnicare from purchases made outside the JUHCS contract. This number was given to
me by both Tim Bien and

Dan Maloney. We specifically asked HCS (Bonnie Stocker) to lock into the figure for
verification. The figure she

came up with was around $90,000 of rebates on strategic products purchased outside
the JUJHCS contract.

After our meeting with Omnicare last week, | was taken back to Dan's office where a third figure
of $339,000 was given to me with an explanation of the $300,000 payment made was for the 1%
overlay in 97-98. The $702,000 was for the 1% overlay in 98-99, and the new $339,000 figure
was for purchases made off the JJHCS contract. Dan apologized for the fact that he led us cn a
"wild goose chase" in trying to verify $700,000 worth of rebates generated from purchases made
outside JJHCS contract. This supports the notion that apparently Dan and Tim don't understand
what monies are associated with rebates or overlays, they just know that they need money.

JNJO11360
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Based on the current scrutiny that is now taking place with our industry, and having no other form
of verification outside of a verbal commitment from Denny Sherrill that Omnicare will be taken
care of, | do not believe we can support the payment of $700,000 on a 1% overlay that was
based on the specific qualifiers on Exhibit D of the contract. ( A page that was missing from
Omnicare's contract).

My recommendations are as follows:

1.) Complete the $300,000 funding program and send a check to Omnicare as soon as
possible. This will complete the 1%

overlay for 97-98, and the way it was initially served up to us, should have completed the
overlay for the entire period in

question.
2.) Deny any claims for an additional $700,000 for rebates on 928-99 supported by the inability to
reach contract parameters

as well as complicating the process further by trying to incorporate a way in which a payment
solution could be worked

out and thus putting us in "harm's way" for a possible fraud and abuse lawsuit.
3.) Verify the remaining $339,000 claim and if the numbers support Omnicare rebate purchases
outside the HCS contract,

we should pay them.

| will follow up with Bonnie, Sue, and Martine on the verification of the $332,000. | will also draft
the specifics for your review in explaining to Omnicare why we will not pay the $700,000.

Bruce Cummins

Dave,

Partially based on our conversation this morning, here are the components | plan on addressing
with either Dan Maloney or Tim Bien regarding the 1% overlay for 1998-1999.

Based on Exhibit D of the previous contract covering the period between April 1, 1999 - April 30,
1999

"The Strategic Brand Performance Rebate shall be earned if and only if all of the following criteria
have been fulfilled"

Risperdal Tier 3
Floxin Tler 1
Ultram Tier 2
Duragesic Tier 2

The Performance Tiers for 1997-98 were as follows

1stQ - 98 4Q97 3Q97 2Q97
Risperdal Tier 1 Tier 1 Tier 1 Tier 1
Duragesic Tier 2 Tier 1 Tier 0 Tier 0
Ultram Tier O Tier 3 Tier 2 Tier 1
Floxin Tier 1 Tier 1 Tier 1 Tier 0

RISPERDAL TIER NCT ACHIEVED.

JNJO11361
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The Performance Tiers for 1998-99 were as follows:

1stQ - 99 4Q98 3Q98 2Q97
Risperdal Tier 2 Tier 2 Tier 0 Tier 0
Duragesic Tier 1 Tier 1 Tier 1 Tier 1
Ultram Tier O Tier 2 Tier 2 Tier 2
Floxin Tier O Tier O Tier 0 Tier 0

RISPERDAL TIER NCOT ACHIEVED

Points considered that will be discussed:

RELATIONSHIP: A partnership is mutually beneficial. We understand the financial
problems that are facing Omnicare. We have worked in the

following areas to help drive initiatives as well as strengthening our
partnership:

* Spending over 1 million dollars on initiatives supporting Risperdal,
Duragesic, and Pain Programs.

* Locking into issues surrounding purchases may outside of the HCS
contract accounting for $360,000.

* Supporting Manager's Conference two years in a row.

* Supporting programs that help overcome physicians resistance to
Risperdal ($300,000).

Based on the continuing scrutiny regarding abuse in our industry, we must follow contractual
issues to the letter. No overlay's will be paid for 97-98 or 98-99.

We will review purchases may outside the JJHCS contract to see if anything can be done for the
pericds from 2nd quarter 1997 through present.

Dave,

Here are the summary of events, pertaining to the conversations I've had with both Dan Maloney;,
Director of Purchasing and Tim Bien, Senior Vice President of Professional Services and
Purchasing. Please feel free to pass my comments on.

On Wednesday, September 22nd, | contacted Dan Maloney and told him | wanted to address
three issues. | started out by saying that the Omnicare purchases made outside of the JJHCS
contract were still being evaluated. | told Dan it might be toward the end of the week or
beginning of next week before | have any additional information. ( Martine Grant had left me a
message on Thursday, stating that the figures that she and Bonnie Stocker are arriving at are
around $60,000, not $360,000 which is what Omnicare is asking for.)

| told Dan that the contract for the educational regional seminars had been completed and could
be sent out at any time for signatures. After the signed contract had been received he would
receive the check for $300,000.

| then expanded the conversation to include our relationship and how not only were we doing the
things listed above, but had spent cver 1 million dollars in resources in helping to drive the
Risperdal and Levaquin Initiatives. | also talked about the funding for the manager's meetings as
well. | stated that we knew Omnicare was having a rough financial year, but based on the

JNJO11362
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components of the contract there would be no 1% overlay paid for 98-99. Dan became rather
defensive, stating that this was not right and that he wanted to contact Denny Sherrill and make
him "squirm" based on Denny's commitment to take care of Omnicare even though they did not
receive Exhibit D of the contract. Dan continued to suggest that since Exhibit D was never sent
to him, Omnicare had no knowledge of having to achieve any tiers for the overlay. The only
binding nature of the agreement was Danny's verbal commitment. | told Dan that weather or not
he received the contract was irrelevant. What mattered was that legal would interpret the
contract that was in HCS's hands and would not pay the overlay. Dan became angry,
threatening the relationship, and told me he wanted nothing more to do with it. At this point he
told me to carry on any additional conversations with Tim Bien. | told Dan | was in Chicago and if
Tim needed to contact me, he should try my mobile phone. Dan said he was going to prepare a
package of information for Tim for possible legal action. We signed off at that point.

When | returned home on Thursday, | came to find out that Tim had been trying to reach me at
my office and that Dan had forgotten my mobile number so that | couldn't be reached by
telephone. | contacted Donna Fairbanks to set up a time to talk with Tim. Tim was out of the
office until Monday so | told Donna to have Tim call me from where he was at or that | would
reach him on Monday. | had left a message for Gary Erwin based on a message that Tim had
left him requesting two things for our Oct. 4th meeting at OBI on Procrit and the Pre-dialysis
market. Tim wanted $200,000 for a pilot program and a further discount on Procrit. | told Gary
that this meeting was neither the time nor the place to talk about discounts and if they wanted to
lock at $200,000 for a pilot program, we would need to know how the money was going to be
spent.

| received a call in my office from Tim at arcund 10:45 A:M on Thursday, September 23rd. He
was with Joel Gemunder and Gary Erwin in Wisconsin. Tim started by

saying there would be no talk about Procrit discounts at our meeting with OB, that he would
send me a breakdown of how the $200,000 would be used to pilat the program, and that he
didn't think | would be going to jail { a comment that | can only guess was delivered to him by
Dan Maloney, when | had made a flippant remark stating that | wasn't going to go to jail for Dan,
Omnicare, or for that matter J&J). Tim went on to say that our relationship was in serious
jeopardy, that he was angry and that he wanted his money. | told Tim that | didn't expect him to
be happy, but at the same time no 1% overlay would be paid because the contractual
components were not met by Omnicare. Tim stated again, that the only thing that mattered was
the verbal commitment and the fact that a page was missing from the contract. | told Tim, it had
no bearing and that we were nct going to pay the overlay. Tim (as if not hearing a word | said)
says, | will jump on a plane to New Jersey and speak with David Norton, our legal department,
and whom ever else needed to get him his money. | told Tim, that it wasn't his money and that it
wouldn't make a difference.

Tim then decided to work the relationship angle, and stated this was going to have an impact on
our initiatives, he talked about all the efforts that they had made in fueling the Risperdal and
Levaquin Initiatives, to which | replied that we had spent over $1 million dollars in resources to
help them as well. He then threaten to "pull the plug"” on the Procrit Initiative which in his words
will generate "Tens of Mlllions of Dollars" for J&J. ( Tim still has no concept of the legalities
surrounding Procrit and even if he took his business to Amgen, OBl would still get paid, but |
didn't bring that up.) Tim told me that he would continue on with the October 4th meeting, with
the assumption that the overlay would be paid. Again | told him, it was not possible. He ended
the conversation by stating the legal issue was not a problem, and that if Johnson and Johnson
really wanted to continue the relationship, they would find a way to fix it, either by discounts, etc..)
He told me that he expected us to find a way to make it right. | again told him that based on the
components of the contract, there was no way we would be paying an overlay. He told me that |
knew his view and | told him he knew mine and we said good-by.

JNJO11363
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Martine,

| felt better sending this E- Mail rather than faxing it to your hotel. Tim Bien's (Sr. Vice President
of Professional Services and Purchasing) comments are as follows:

For Discussion and Settlement Purposes

*The Agreement as signed by Omnicare does not contain the later-delivered Exhibit D.
*The Agreement as signed by Omnicare contains pages consecutively numbered through page
38. Exhibit C begins on page

30 and Exhibit E begins on page 36. Exhibit D must be on pages numbered between 31 and
35.
*Omnicare was told that pages 34 ad 35 of the Agreement signed by it were Exhibit D.
*The document given to us after the fact purporting to the Exhibit D has no page numbers.
*The Agreement is sloppily drafted with a variety of technical defects, mislabeling and incomplete
items; it is not surprising

that pages 34 and 35 would amount to Exhibit D even if not labeled as such.
*The Agreement by its terms and absent Exhibit D provides a basis for calculating the 1% rebate.
*Legal principals of interpretation require that ambiguous language be construed against the
draftsman of the contract. J & J

drafted the contract.
*For each of Risperdal, Floxin, Ultram and Duragesic, Omnicare had in place an approved Active
Intervention or Appropriate

Use Program as required by the Agreement.
*In December 1999 we were first told of the existence of quantitative performance measures and
not simply the requirement

that an AIP or AUP be in place.
*The volume requirements in the different Exhibit D were much higher than we would have
agreed to and certainly higher than

the level where we would have booked revenue which we did.

The agreement provision that needs to be removed from the "Initiative Partnhership" is on page 4
section 3 and states:

"Omnicare shall prepare and submit a report to J$JHCS outlining Omnicare's activities and
expenditures persuant to this
Agreement after six months and again at the expiration cf this Agreement."

Dave,

| wanted to keep you updated on the initiatives that we are currently trying to complete with
Omnicare. | wanted to also comment on the nice job Martine Grant has done, especially as it
pertains to the rebates Omnicare is requesting from purchases made cutside the JJHCS
contract.

1.) OMNICARE EDUCATIONAL INITIATIVE. This inttiative was signed by Mark Lehman,
Director of Clinical Services, and Myself on Wednesday, October 10th. | have Fed-Exed all
copies to Martine for her signature. Once this is completed, | will submit an original copy to Tim
Bien. The $300,000 check will be sent within the next few days to Tim Bien's attention.

Project - COMPLETED

JNJO11364
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2) PURCHASES MADE CQUTSIDE HCS CONTRACT - As you are aware, there was a great deal
of discrepancy on rebates that Omnicare felt they deserved, and the reality of the situation from
an HCS perspective. | say reality because due to Martine Grant, Bonnie Stocker, and Sue
Griffth's attention to detail we were able to counter many of the erroneous claims for rebate made
by Cmnicare. There really was two major issues that Omnicare initially didn't grasp. The first
was a reduction of rebates by 2% (GPO administration fees) that Omnicare had failed to reduce
there calculations by. Dan had no problem with this, and in fact told me, "I'll get the 2% from
McKesson". That issue was then laid to rest. The other issue was "best price" and during the
4Q of 98 and the 1Q of 99, Omnicare was at best price with Risperdal, Levaquin, and Duragesic.
Dan was aware of best price issues during the first quarter of 99, but didn't believe that to be the
case in the 4th quarter of 98. Pam Rubble called me today (Dan's assistant) to tell me that
indeed there figures supported a "best price" issue and would not press the claims in that area.
The only other issue that remains on the table is some discrepancy in sales volume between
HCS and Omnicare. Matine is currently looking into this matter and | don't believe this will be a
majar issue. | should have this put to rest by the end of next week. | wanted to commend
Martine for the work that she did on this project.

By putting together the information the way that she did, my presentation to Dan was irrefutable.
There was no recourse that Dan could take with the facts that Martine had put together. In
defense of her efforts, and the efforts of the HCS team (Bonnie and Sue), the criginal rebate
asked for by Omnicare of $339,852.00 has been reduced and effectively communicated to
Omnicare based on the evidence, to be at $66,495.76. | have every reason to believe that
Omnicare will no longer challenge this figure, once the sales dollar discrepancy has been
alleviated. Again, my hats off to Martine and the HCS team!

3.) REBATE ISSUES 98-99. | have "floated" the physican's data ballocn to Tim. Although Tim
still feels that legally he is in the right and believes no other avenue should be addressed outside
of paying him the $700,000, he hasn't shut the door on this proposal.

JNJO11365
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Unknown

From: Cummins, Bruce [JAN]

Sent; Friday, October 15, 1999 2:22 PM

To: Butler, Dave [JAN]

Cc: Jones, Colleen [JAN]; Grant, Martine [HCS]; sshaw6@hcsus. jnj.com
Subject: Omnicare - Proposals

Dave,

| wanted to keep you updated on the initiatives that we are currently trying to complete with Omnicare. | wanted to also
comment on the nice job Martine Grant has done, especially as it pertains to the rebates Omnicare is requesting from
purchases made outside the JJHCS contract.

1.y OMNICARE EDUCATIONAL INITIATIVE. This initiative was signed by Mark Lehman, Director of Clinical Services,
and Myself on Wednesday, October 10th. | have Fed-Exed all copies to Martine for her signature. Once this is
completed, | will submit an ariginal copy to Tim Bien. The $300,000 check will be sent within the next few days to Tim
Bien's attention.

Project - COMPLETED

2) PURCHASES MADE CUTSIDE HCS CONTRACT - As you are aware, there was a great deal of discrepancy on
rebates that Omnicare felt they deserved, and the reality of the situation from an HCS perspective. | say reality because
due to Martine Grant, Bonnie Stocker, and Sue Griffth's attention to detail we were able to counter many of the erroneous
claims for rebate made by Omnicare. There really was two major issues that Omnicare initially didn't grasp. The first was
a reduction of rebates by 2% (GPO administration fees) that Omnicare had failed to reduce there calculations by. Dan
had no problem with this, and in fact told me, "I'll get the 2% from McKesson". That issue was then laid to rest. The
other issue was "best price” and during the 4Q of 98 and the 1Q of 99, Omnicare was at best price with Risperdal,
Levaquin, and Duragesic. Dan was aware of best price issues during the first quarter of 99, but didn't believe that to be
the case in the 4th quarter of 98. Pam Rubble called me today (Dan's assistant) to tell me that indeed there figures
supported a "best price" issue and would not press the claims in that area. The only other issue that remains on the table
is some discrepancy in sales volume between HCS and Omnicare. Matine is currently looking into this matter and | don't
believe this will be a major issue. | should have this put to rest by the end of next week. | wanted to commend Martine
for the work that she did on this project.

By putting together the information the way that she did, my presentation to Dan was irrefutable. There was no recourse
that Dan could take with the facts that Martine had put together. In defense of her efforts, and the efforts of the HCS
team (Bonnie and Sue), the original rebate asked for by Omnicare of $339,852.00 has been reduced and effectively
communicated to Omnicare based on the evidence, to be at $66,495.76. | have every reason to believe that Cmnicare
will no longer challenge this figure, once the sales dollar discrepancy has been alleviated. Again, my hats off to Martine
and the HCS team!

3.) REBATE ISSUES 98-99. | have "floated" the physican's data balloon to Tim. Although Tim still feels that legally he
is in the right and believes no other avenue should be addressed cutside of paying him the $700,000, he hasn't shut the
door on this proposal.
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1998/1999 Rebate — Omnicare JTHCS Contract

Omnicare Inc. and Johnson & Johnson Health Care Systems has been debating an issue of rebates on
contractual purchases between 1998 and 1999. In question, is a page that had been missing from
Omnicare’s contract (Page 34 noting specific market share parameters needed to be reached for rebates
known as Exhibit D.) Omnicare’s approach to the rebate was subjective in nature and felt it dealt more with
the implementation of a Risperdal Intervention program and an initiative that built as a foundation the
correct usage of pain medications. Omnicare felt that they were in compliance with all aspects of the
contract. In good faith, we must do the right thing. We didn’t hold our end of the way Omnicare has
perceived this contract, while Omnicare has performed and has been able to move Risperdal market share in
an extremely competitive market.

These points have been noted:

1) The contract contained vague language

2.) Omnicare was not at fault.

3.) Omnicare proved that they could move share.

4 The market definitions of the anti-psychotic market changed through the life of the contract. The
market definitions initially included atypical’s but was later enlarged to add conventionals.

5.) The DACON units were changed to reflect a lower average consumption in geriatric dementia from 1.6
to 1.16.

Omnicare is the example of what Johnson & Johnson believes to be the gold standard of Pharmacy
Providers.

They have been able to switch propoxyphene prescriptions to Ultram and have done an outstanding job in
generating Risperdal market share.

Here 1s what Omnicare has been able to generate through the life of the contracts:

3Q97 60.64 market share
4Q97 58.64 market share
1Q98 61.21 market share
20098 59.09 market share
30098 29.19 market share {change in market parameters)
40098 38.57 market share
1Q99 40.90 market share
2099 47.66 market share

CONFIDENTIAL JNJ 301302
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1999 Accomplishments

Completed “Risperdal Re-Ignition P'rogram” -
Generating over a 50% market share.

Completed Portnoy Conference Calls to over 400

Consultant Pharmacists and sending out over 500 -

audio tapes to provider sites.

Worked closely with Eldercare Sales Force in
Developing Physician Call Activity Based on

~ Omnicare Generated Lists.

Developed Programs for Consultant Pharmacists in
Dealing with Obstacles and Overcoming Resistance
in Physician Prescribing Habits toward Risperdal.

Contractual Terms - List Price
Dacon Revised,

Levaquin over 50% Market Share.
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L.essons Learned

+ Omnicare can run Successful Prospective as well as
Retrospective Intervention Programs.

+ Prospective Payment has a major effect on the
Pharmacy Provider Market.

+ Omnicare has the Ability to Provide Useful Physician
Prescribing Information.
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+ Medicare Drug Bill

+ Balancing Numerous Product Opportunities and
Issues.

+ Continued Pressures Revolvmg Around Prospect:ve
Payment

+ Combining CRO'’s s Under One Umbrella.
Contractual Rebate Issues / Past & Present.
Positioning of Risperdal on USP Clinical Formulary
Partnership Opportunities.

* & o
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Strategies/Tactics for 2000

« Maximize Strategic Brand Shares and Dollars
through Contractual Agreement with Omnicare.
Education and pull through opportumtxes should be
geared toward;

+ Chronic Renal lnsufflc:tency weth Procrit
+ Dementia and Schizophrenia with Risperdal.
"+ Pain Management -
+ Anti-Infective Therapy.
+ Coordinate Eldercare, OMP and OBl sales efforts
throughout Omnicare’s Provider Sites.

+ Assist brand management in decisions made
- regarding Omnicare.
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Strategies/Tactics for 2000

+ Move Risperdal Market Share Over 60% - adjust
Tier. Have Risperdal in Preferred Status in both
Dementia and Schizophrenia.

+ Develop Protocol For Chronic Renal Insuﬂ" Ctency
Initiative with OB! on Procrit,

+ Move Levaquin Market Share to Over 70%.

+ Look at Possible Partnership Opportunities
Regarding Omnicare Website. |

+ Re-new Confidence in Omnicare CRO Capabilities/

+ Synergize lobbying efforts on Defeating Medicare
Drub Bill.

+ European Initiative,
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Unknown

From: Stocker, Bonnie [HCS]

Sent; Tuesday, June 29, 1999 9:13 AM

To: Grant, Martine [HCS]

Cc: Griffin, Sue [HCS]

Subject: RE: Omnicare 1% Strategic Overlay Payment
Martine:

Please advise if this means we can close the file on the Strategic 1% Overlay and will not be making the payment to the
customer. Typically, we would advise the customer in writing if they did not meet the performance requirements, and did
so with Omnicare the first time the rebate claim was reviewed. However, | assume that this will be the final decision not to
pay the first year of the cverlay payment.

Thank you.

Bonnie

-—--—-Criginal Message-—-

From: Grant, Martine [HCS]

Sent: Friday, June 25, 1999 4:21 PM

To: Stocker, Bonnie [HCS]; Griffin, Sue [HCS]
Subject: FW: Omnicare 1% Strategic Overlay Payment
Bonnie,

It appears that | had already sent this email to you. Sue, welcome to the Omnicare 1% Strategic Overlay quagmire.

From: Grant, Martine [HCS]

Sent: Thursday, May 20, 1999 1:15 PM

To: Stocker, Bonnie [HCS]

Subject: FW: Omnicare 1% Strategic Overlay Payment

-—--—-Criginal Message-—-

From: Grant, Martine [HCS]

Sent: Wednesday, May 19, 1999 6:19 PM

To: Feroz Siddigi, Anwar [JANUS]; Sherrill, Denny [HCS]; Cummins, Bruce [JAN]; Butler, Dave [JAN]
Cc: Shah, Sanjay P [HCS]

Subject: Omnicare 1% Strategic Overlay Payment

Anwar,

This confirms the discussion we had today that you wanted to share with the Omnicare Account Team on the
payment of Omnicare's 1% Annual Strategic Overlay. As we discussed, CMA has exhausted all potential solutions to
legally pay the rebate and recommends a Fee for Service solution.

Potential Solutions

OPTION | - Legal Payment of the Rebate
CPTION Il - $300K Fee for Service

Recommendation

OPTION Il is by far the cleaner solution and the only legal one (See Details Below)

OPTION | failed in that data does not support the hypotheses for legal payment suggested in Palm Springs(See
Details Below)

Next Steps

CONFIDENTIAL JNJ 300995
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You recommended an Account Team Meeting to reach closure on a solution for Omnicare [Karen Pastor will
coordinate]

%%%g%@@@@@@@@@@@@@@@@@@@@@@@@@@@@@@@@@@@@@@@@@@@@@@

OPTION Il Details

- The Account Team needs to develop creative ways that Omnicare can perform services of $300K
- The 300K will hit the PME budget of the Brand Marketing Teams

OPTION | Details

1. The Defined market and performance tiers % for Risperdal changed

Data shows that there was an amendment to the contract for the Risperdal Defined market effective August 1,
1998, (which does not cover the period in question 2Q97 to 1Q98) and did not address the defined markets
previous to that date. We can not at this point, craft an amendment to change the effective date of the defined
market amendment.

2. The DACON for Risperdal was changed
Analysis shows that even with a DACON of 1.14 instead of 1.646 for Risperdal, Omnicare did not meet Tier 3
market share  of 850%

3. The tier and associated market share required of Omnicare were higher than those required of Phamerica
The Second Pharmerica contract amendment offered the client an Annual 1% Strategic Overlay with the same
tier requirement as that outlined in the Omnicare contract

4. Omnicare grew tremendously over the first year period of the contract and so newly acquired beds diluted share
Based on data submitted by Omnicare regarding participating sites, there was 26% growth in # of beds over the
first year  of the contract. 99% of the 90,000 beds that were added in that period occurred in 3Q97 and

Omnicare had a 90day or full  quarter before submitting utilization for those new beds. Impact of those beds took

effect in 4Q97. In 4Q97 and 1Q98 performance improved, so contrary 1o the original hypothesis, the increase in the

number of beds increased performance.

5. Payment of the 1% Strategic Overlay is justified by the fact that we moved the customer to list price
The justification for moving to list price is already included in a 2% Strategic Overlay effective as of May 1, 1999.

6. Other suggestions that were made are not being considered because they are relatively weak arguments or they

put us at  risk for fraud and abuse:

+ The fact that Omnicare sales has grown significantly and they have implemented active intervention programs is
great, but we have already adequately compensated them and so going above the contract put us at risk for
fraud and abuse

+ The argument that Schedule D was missing from the contract is not a very strong argument by itself and
agreeing to pay would set a bad business precedence on our part

+ Paying for data / analysis that Omnicare does currently for us such as the Risperdal DACON analysis will set a
precedence of J&J paying Omnicare for data

+ Paying a one-time fee for moving to DLP will set a precedence of J&J paying Omnicare everytime there is a price
increase.
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Unknown

From: Butler, Dave [JAN]

Sent: Tuesday, July 11, 2000 2:29 PM

To: Grant, Martine [HCS]

Subject: Omnicare consultant services revenue
Dear Martine:

How close are we to finalizing a proposal around Omnicare consultant services revenue to replace the current 2%
overlay?

Regards,

Dave Butier
Long Term Care Group

CONFIDENTIAL JNJ 301497
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Omnicare Profile

2000 LTC PP Beds (K

Product Contr. Sales Market Share Omnicare 525
Risperdal 16,558,294 58.13% Pharmerica 425
Duragesic 4,597,723 58.42% NCS 245
Aciphex 147,454 1.65% NeighborCare 260
Procrit 4,505,905 APS 110
Propulsid 154,808 1.12% Vencare 80
Ultram 1,213,133 24.74% SunScript 70
Levaquin Tab 3,480,377 61.35% 1,715
Levaquin [V 367,445 58.52%

31,025,139

Recent developments

1. Consulting and Services Agreement
a. Risperdal Rebates have been pushing towards Best Price
b. To avoid Best Price, the Strategic Overlay for Risperdal (2% of sales) had to be eliminated
¢. In order to balance this, an agreement was established with Omnicare to purchase data, roughly
at the cost of the Strategic Overlay for Risperdal
d. Data to be sent to J&1J include data which is not available via IMS or other 3rd parties
(Quarterly physician prescribing reports, quarterly competitive market share by pharmacy site,
monthly market share reports)

2. Risperdal, Duragesic Amendment
a. Risperdal: tiers and rebate rates raised to help entrench Risperdal's position in Omnicare's business
b. Duragesic: tiers lowered slightly to earn same rebate rate

3. New Acquisitions Amendment
a. Under discussion
b. Two options:
1. New acquisitions submit separately for first gtr, but are measured by O'care's matrix
2. O'care's market shares and resultant rebates are applied to New Acquisition (will fail red-faced test)

4. McKesson Waiver for price increases (signed by Omnicare, but to be signed and forwarded to HCS by McKesson)
a. Price increases require 45 days for full implementation
b. Omnicare requested that going forward, its price increases be implemented as soon as increases are announced
¢. Omnicare wants to take advantage of maximum rebate amounts per quarter
d. The concern is that Omnicare's member sites will purchase off of other buying group's contracts; this will result in
Omnicare possibly losing a significant amount of sales and rebates

5. Advancement of 2Q00 rebates
a. HCS sent $2.5MM against its 2Q00 rebates in order to assist in cash f.low issue

Observations
1. The LTC Pharmacy Providers market is undergoing financial difficulties
2. Omnicare is spearheading an effort to consolidate the market among L.TC Pharmacy Providers
a. Anecdotal evidence point to Omnicare having an interest in purchasing APS and/or NCS
b. But given the limited number of players in the market and the consolidated number of beds,
Regulators may intervene
3. It is considered to be the most likely to be the "last one standing"
4. Given that it also had a few financial difficulties (cash flow problem in 2Q00), it may not be as viable as first thought
5. Omnicare has been pushing for greater discounts (rebates) due to its market size as well as its ability to move share
a. Its ability to move share is noted, but other players are currently moving their share more aggressively
than Omnicare
b. However, given Omnicare's size, there may come a point where rebate arrangements are determined
based on share-movement ability as well as size (beds)

Confidential JNJO63068
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Consulting and Services Agreement

Case 1:07-cv-10288-RGS Document 81-33

Filed 01/15/2010 Page l1of1l

Payment Schedule

Quarter Amount ($K) Subtotals

300 450

4q00 300 750

1q01 300

2q01 300

3q01 300

4q01 300 1,200

1q02 300

2q02 300

3q02 300

4q02 300 1,200

1903 300

2q03 300

303 300

4q03 300 1,200

1q04 300 300
4,650 4,650

Confidential
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Large Account Management Process

Omnicare, Inc.

Date: January 22, 1999
Prepared by:

Bruce Cummins
Long Term Care Business Group, Account Direcior

‘Matt Lawrence
Long Term Care Business Group, Business Manager

-1-
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Large Account Management Process
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Large Account Management Process

l. Executive Summary

Omnicare, Inc. is the largest independent provider of professionat pharmacy and related services for
long term care initiatives such as nursing homes, retirement centers, and other institutional facilities.
Omnicare services over 715,000 residents in 8,600 facilities across the United States: This represents
over 100 pharmacy locations and 30% of the long-term care market. Omnicare is headguartered in
Covington, Ky. On December 8, 2001 Omnicare announced their most recent acquistion of American
Pharmmaceutical Services which generated an additional 60,000 beds.

Omnicare’s growth over the past 4 years has been approximately 30%, exceeding the rate of the
consolidating post-acute care market. Omnicare currently represents 40% of the market. It represented
28% in 2000, 1999, and 1988, 24% in 1997, 20% in 1996, 14% of the market in 1995, and 9% of the
market in 1994. .

The latest major acquisition, announced in December, 2001, was American Pharmaceutical Services
based in Atlanta, Georgia. was one of the nation’s largest privately owned pharmacy providers
servicing more than 70,000 residents in 28 states.

Despite its growth trend of acquiring independent pharmacies, Omnicare has quickly taken control of its
business units’ purchasing functions. Omnicare has a strict corporate policy of compliance with
therapeutic substitution, interchange, and dispensing of Omnicare Select products. It is through this
venue that Omnicare is able to move market share of selected products. '

Current Business Situation

Business Overview

Omnicare is traded on the New York Stock Exchange under the symbol OCR. Annual revenues are in
excess of 2.0 billion dollars. In January of 2002 the stock was trading at $23 doliars per share after
seeing lows down to $10 a share in 2001 based primarily on issues surrounding Medicaid
reimbursement and Prospective Payment in nursing homes serviced. The stock currently is on the
S&P Mid Cap 400.

In the third quarter of 2001 the Company reported operating earning rose 39% to 25 cents per share.
Cash flow from operations were at an all-time record high of $ 60.2 million doilars. Joel F. Gemunder,
President of Omnicare, explained, “As evidence of our continued progress, this period marked our fifth
consecutive quarter of sequential, as well as year-over-year, growth. Our strength in the geriatric
pharmaceutical marketplace, our substantially lowered cost structure and our overall financial health,
along with stabilized and improving market conditions, combine to produce this favorable performance.
Johnson &Johnson has been the leading supplier of pharmaceuticals to Omnicare for the past 5 years..
J&J sales in pharmaceuticals to Omnicare in 2001 were woth $200 million.

Acquisitions
Omnicare looks to acquire pharmacies that are competitive in local markets and that are geographically

Long Term Care CoordinatingRESOURCES
_ : FOR LONG-TERM CARE

positioned to increase market share in a given area.

Once Omnicare acquires a site, it strives to increase the efficiency of pharmacy operations by
consolidating functions, increasing beds serviced utilizing the company’s National Sales and Marketing

-3-
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Large Account Management Process

Force, and increasing each pharmacy’s ability to compete in the changing environment by increasing
information system capabilities, and product mix offerings.

The acquisition program reached a record level of activity in the third quarter of 1997, highlighted by the
addition of American Medserve Corporation, which marked Omnicare’s entry into six new states, added
major operations to two states which they had only a nominal presence and significantly broadened the
network of existing pharmacies in three other states. In addition, they acquired institutional pharmacy
providers in Texas and Utah, both of which represent new markets for Omnicare, and expanded the
operations in New York and lllinois through acquisitions. These transactions, combined with intemal
growth generated by National Sales and Marketing Group and the pharmacy staff, brought the number
of nursing facitility residents served at January 1, 2002 to 705,000, up 12% over the number served
one year ago. .

Formulary/Clinical Interventional Programs

Omnicare’s formulary plays a large part in both increasing the profitability of Omnicare, and offering
service to post-acute care facilities. Omnicare subscribes to the theory that pharmaceuticals remain the
most cost-effective means of treating most chronic ailments in the elderly. Omnicare has developed the
first clinically based drug formulary tailored to the unique needs of the elderly. During 2001 Omnicare
released the ninth edition of its "Geriatric Pharmaceutical Care Guidelines.” Omnicare utilizes the
Philadelphia College of Pharmacy, noted for its expertise in long-term care, to rate over 1000 drugs in
100 therapeutic classes as clinicaily Preferred, Acceptable, or Unacceptable.

Omnicare then considers the Advanced Concepts clinical recommendation, along with the cost of the
drug to the payer and acquisition drug cost to Omnicare, to determine the drugs for which it implements
therapeutic interchange, substitution, and disease state management programs. Omnicare’s goal is to
increase the clinical effectiveness, decrease the drug-related side effects, and decrease the cost to the
payer, while increasing the profitability of Omnicare pharmacies.

Omnicare has over 800 consultant pharmacists who review patient charts monthly and make
recommendations based on the formulary and Omnicare programs for physicians. Pharmacists’
recommendations are accepted more than 80% of the time. Consultant pharmacists actively meet with
physicians or correspond with them through the mail to obtain approval to make appropriate medication
switches for all their applicable nursing home patients. Pharmacists are also responsible for in-servicing
the nursing staffs on pharmaceutical and patient care. Omnicare consultant pharmacists receive
monthly "report cards” showing them their success in obtaining goals for therapeutic programs. Thus,
Omnicare is able to drive market shares on products that increase clinical effectiveness, decrease
costs to the systems in which they operate, and increase profits to Omnicare.

Long Term Care CoordinatingRESOURCES

FORLONG-TERM CARE

Managed Care
Omnicare’s vision is to be the leader in geriatric care, not only long-term care as managed care enters

into this market place. Omnicare has positioned itself very well to be competitive by increasing its
market share in regional markets, increasing its information system capabilities and outcomes data, to
‘be a source of vailuable information in managed care and vertical integration in the post-acute care
market, and increasing operating efficiencies.

Omnicare has over 57% market share in every market it is invoived in, thus making itself a strong
enough player that, as managed care enters into this segment, it hopes to be in contention for the LTC
business.

-4-
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Also, Omnicare has data on over 300,000 geriatric patients, giving it the leverage of being the
Pharmacy Benefits Manager (PBM) for the geriatric population, which utilizes over 60% of all
prescription drugs. Omnicare and other consultant pharmacists are positioning themselves to be not
only a provider of drugs for LTC, but also a provider of information on cost-effective outcomes for the
geriatric population. Omnicare’s large number of geriatric patients gives the company an advantage
over other pharmacy organizations in this area. Omnicare has also invested in computer systems to
manage this data, and has acquired Coromed and IBAH have formed Omnicare CRO’s two Contract
research organizations (CROs), to help with facilitating outcomes research and managing data.

Coromed, headquartered in Troy, New York, provides comprehensive clinical drug development and
research services to the phammaceutical, biotechnology and medical device industries. Coromed’s
clinical drug development services includes Phases | - IV clinical trials management, biostatistics,
medical writing, medical and regulatory affairs consuiting, systems development, and guality assurance
and compliance. It also has extensive capabilities in drug research services, which include bioclogical
research (safety and efficacy) and chemical synthesis.

IBAH, Inc., headquartered in Blue Bell, Pennsylvania is a worldwide leader in providing comprehensive
product development services to client companies in the pharmaceutical, biotechnology, medical device
and diagnostics industries. As the fifth largest CRO, IBAH offers services for alf stages of drug
development , Helping client companies to accelerate products from discovery through development
and commerialization more rapidly and cost-effectively. Based on revenues reported for the quarter
ended March 31, 1998, IBAH,s annualized revenues are approximately $107 million.

In addition, Omnicare is well positioned to excel in managed care because revenues per bed are 17%
less than their competitors, and operating profits are 51% higher.

Omnicare is also branching beyond fong-term care pharmacies and acquiring other types of post-acute
care facilities to position itself for managed care. The company’s vision is to work with acute care
discharge case workers and be able to provide a variety of services at a variety of sites in the post-
acute market. It is currently the fifth largest home infusion company in the country. Omnicare is
expanding is current pharmacies to branch into home heatthcare. Omnicare is also looking for other
opportunities, such as dialysis units.

Corporate Philosophy
Omnicare’s operating philosophy is to: 1) Focus on what it knows best—pharmaceuticat care

education; 2) Leverage its expertise in the geriatric population; 3) Build alliances with strategic
pharmaceutical companies; and 4) Become known as a large source for outcomes-driven data in
geriatrics.

Strengths/Leverages/Vulnerability

Strengths: :

= The Strength of our product line in LTC makes J&J Omnicare’s leading vendor. Currently,
Risperdal®, Levaquin®, Duragesic®, and Ultram® are in its top 20 drugs dispensed. Risperdal® is
Omnicare’s preferred typical antipsychotic for dementia. Levaquin is “preferred” in the anti-infective
market. All other J&J products are Acceptable..

Long Term Care CoordinatingRESOURCES
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e The diversity and breadth of J&J positions us to be a resource to Omnicare beyond the portfolio of
products we represent.

» J&J has signed a five year performance based contract with Omnicare which pfovides rebate
incentives to Omnicare to advocate appropriate use of J&J products. (May 1, 1999)

Leverages:

« Omnicare has developed a Patient Specific Therapeutic Interchange (P.S.T.l.) program for
Risperdal®. The consultants are evaluated on their monthly report cards as to the success they are
having with this P.S.T. I. The Long Term Care Business Managers (LTCBM’s) are working with
regional Omnicare sites to support this intervention, Through September of 2001, national
Risperdal Market Share for Omnicare was at 56.94%

+ Omnicare has voiced a strong interest in switching all Darvocet® business to another analgesic.
Consultants are also measured on their report cards as to the amount of propoxyphene being
written in their homes. Ultram® is one choice.

s Omnicare has began its first prospective intervention with Levaquin during February of 1999.
The overall goal of this program was to achieve a market share of over 60% in the quinolone
market. Cipro had been the main anti-biotic of choice generating over 70% of the market (UTH At
the end of October, 2001, Levaquin national share for Omnicare was 71.7%.

« Pain is categorized in the formulary as one disease state—Chronic Pain (non-malignant). Pain has
become a big issue in long-term care with the MDS 2.0, state regulations, and national events
surrpunding pain. During the first six months of 1999, Omnicare embarked on a National Pain
Initiative that featured Terry Baumann, a Pharm D from Traverse City, Ml., discussing aliemativa
methods of treating pain to 15 Regional Pharmacy Sites. .

* Increasing home infusion business will increase opportunity for Procrit® and the awareness of
fatique in the nursing home patient.

Vulnerability:

This account represents $200 million worth of sales on an annual basis. All of our products have
competition that could replace at least a portion of this business. Risperdal® is currently 60% of our Eli
Lilly has also been very active in the long-term care market for the past 5 years and has secured

CoordinatingRESOURCES
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Long Term Care

preferred formulary status in the most current formulary edition at PCPS.
sales with Omnicare.

2001 KEY ACTION STEPS

Initiative Estimated Start/Completion Respornsibility
Pull Through Risperdal® Ongoing LTCBM's/Eldercare
P.S.T.L :

Levaquin® Ongoing LTCBM's/OMP
Prospective

Intervention
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Ultracet Education at 1 Quarter - 2002 LTCBM's/OMP
Pharmacy Sites

Reminyi® Ongoing LTCBM's/OMP
Educational/Contractual

Programs

Ditropan Educational 1°'— 2" Quarter - 2002 LTCBM's/OMP

Contractual Programs

Long Term Care CoordinatingRESOURCES
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1. Charter Statement
(Who, What & Why)

Johnson & Johnson supplies high-quality products and jointly created clinical and business programs
that aid Omnicare in meeting corporate goals and objectives.

-8-
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lll. Customer's Business Situation Appraisal

Customer Business Situation

Omnicare, Inc. is the leading independent provider of professional pharmacy and related consulting
services for long-term care facilities, such as nursing homes, retirement centers, and other institutional
healthcare facilities. Omnicare, Inc. was established in the institutional pharmacy business in December
1988 as a merger of four pharmacies in the Midwest. Acquisition has played an important role in
Omnicare’s success, as the company now owns 120 locations in 43 states, concentrated in the
Midwest, Northeast, and Pacific Northwest regions of the United States. Omnicare today serves
704,000 residents in 8,600 long-term care facilities across the United States. This represents 40% of
the total LTC beds at year end 2001. in 1995 Omnicare serviced 14% of the nation's long-term care
residents, up from 9% in 1994.

A. Organizational Structure

Board of Directors

Edwin L. Hutton

Chairman of Omnicare, inc.;
Chairman and Chief Executive
Officer of Chemed Corporation

Joel F. Gemunder
President and Chief Executive Officer of Omnicare, Inc.

Timothy E. Bien
Senior Vice President — Professional Services and Purchasing of Omnicare, Inc.

Charles H. Erhart, Jr.
Former President of W.R. Grace & Co. (retired)

David W. Froesel, Jr.
Senior Vice President and Chief Financial Officer of _Omnicare, Inc.

Cheryl D. Hodges
Senior Vice President and Secretary of Omnicare, Inc.

Patrick E. Keefe
Executive Vice President — Operations of Omnicare, Inc.

Sandra E. Laney
Senior Vice President and Chief Administrative Officer of Chemed Corporation

Andrea R. Lindell, DNSC, RN

Dean and Professor in the College of Nursing and Associate
Senior Vice President for Interdisciplinary Education
Programs/Medical Services

Kevin J. McNamara
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President of Chemed Corporation

John H. Timoney
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Former Senior Vice President of Applied Bioscience Inernational, Inc. (retired)

CORPORATE OFFICERS

Edward L. Hutton
Chairman

Joel F. Gemunder
President and Chief Executive Officer

Patrick E. Keefe
Executive Vice President — Operations

Timothy E. Bien, R. Ph., FASCP*

Senior Vice President — Professional Services and Purchasing

David W. Frossel, Jr.
Sennior Vice President and Chief Financial Officer

Cheryl D. Hodges
Senior Vice President and Secretary

Robert E. Dries
Vice President — Internal Audit

W. Gary Erwin, Pharm . D., FASCP*
Vice President — Health Systems Programs and
President — Omnicare Senior Health Outcomes

Tracey Finn .
Vice President — Strategic Planning and Development

Catherine I. Greany
Vice President — Mergers and Acquistions

D. Micheal Laney
Vice President and General Counsel

Thomas W. Ludeke

Vice President and President of Accu-Med Services, Inc.

Thomas R. Marsh
Vice President — Financial Services and Treasurer

David Morra

-10-
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Vice President — Financial Services and Treasurer

Regis T. Robbins
Vice President — Analysis and Controls

Bradley S. Abbott
Corporate Controller

William A. Fitzpatrick, R.Ph., FASCP*
Corporate Compliance Officer

The President of Omnicare, Inc. is Joel Gemunder. Reporting to Joel are:

Patrick Keefe, Executive Vice President of Operations. Pat has overall responsibility for the operations
of Omnicare and all regional facilities. Reporting to Pat are eight regional vice presidents and all other

corporate vice presidents. One of the vice presidents reporting to Pat is Dennis Holmes, Vice President
- Operations Group. He oversees all Heartland operations to include the repackaging facility.

Cheryl Hodges, Senior Vice President of Investor Relations. Cheryl’s responsibilities include all
dealings with financial institutions to include Wall Street, all corporate relations, and sharehoider
relations.

Tim Bien RPh_Senior Vice President of Purchasing and Professional Services. Tim oversees all
purchasing and contractual agreements. Dan Maloney, Director of Purchasing, reports directly to Tim.
Mark Lehman, PharmD, and Gary Erwin, PharmD report to Tim and handle all clinical matters as
Directors of Clinical Services.

Dan Maloney, Vice President of Purchasing, has responsibility for organizing the contractual and
purchasing agreements that Omnicare has with various manufacturers and all purchasing functions.
Each of the Omnicare regions is in the process of hiring a regional purchasing manager, who will report
to Dan.

Mark Lehman, Director of Clinical Services, has responsibilities for the coordination of the formulary,
disease state management programs, and other clinical intervention programs. Mark heads three
committees within Omnicare: the PSC Formulary Champions, the Professional Services Committee,
and the National P&T Committee. The PSC Formulary Champions, which is a group of one consuliant
from each location, are charged with assisting the consultants at their regional location in achieving
compliance of the formulary and intervention programs in the homes they service. The PSC Formulary
Champions receive "report cards” on each pharmacist to gauge their success. The Professional
Services Committee, comprised of 15 pharmacists, is responsible for the creation and implementation
policy and procedures from a clinical and operational perspective. Mark also heads the National P&T
Committee, made up of three physicians, three directors of nursing, three pharmacists, and a
representative from the Philadelphia College of Pharmacy. Lisa Welford is Mark’s assistant and
implaments many of the activities associated with a product intervention.

W. Gary Erwin _President Health Systems Programs Gary’s responsibilities will be to work with
managed care organizations, empioyer groups and insurers o position Omnicare as the provider for
their geriatric care. In addition, Gary will be involved with the Coromed acquisition.

David Froesel, Senior Vice President and Chief Financial Officer. David is in charge of all operating
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Omnicare organizes the company’s pharmacies into ten regions. Each region is led by a regional vice
president reporting to Pat Keefe; Pat is responsible for overseeing the operational functions in the

region, and growing the sales and profitability of the region.

OPERATING MANAGEMENT

Vice Presidents — Pharmacy Operations Group:
James E. Cialdini

Denis R. Holmes

Senior Regional Vice Presidents

Greg W. Kadlec, R. Ph., FASCP*
Great Lakes/Great Plains Region

Jeffery M. Stamps, R.Ph., FASCP*
Mideast/Mid-Atlantic/New England Regions

Regional Vice Presidents — Pharmacy Operations

Joseph L. Dupuy, R.Ph., FASCP*
Southern Region

A. Samuel Enloe, R.Ph.
- Midwest/Gateway Region

Carl E. Wood, Jr. , R. Ph.
Northwest Region

Owen E. Wood, R Ph., FASCP*
Superior Care Program

Omnicare Clinical Research

David Morra
Chief Executive Officer

Dale B. Evans, PH.D.
President — Global Business Development

Kenneth M. Feld, Ph.D.
President — Pharmaceutics

Benoit Martin
President — International

-12-
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Leonard F. Stiglano
President — Global Operations

Omnicare Senior Health Outcomes

W. Gary Erwin, Pharm. ., FASCP*
President

Data Management Group

Thomas W. Ludeke
President, Accu-Med Services, Inc.

Clinical

Mark Lehman
Director of Clinical Services

Lisa Welford
Assistant Director of Clinica!l Serivces

Reporting to Lisa are five Regional Clinical Directors:

Joseph Gruber Alan Mason Terry O’Shea Susan Klem Susan Burton

Interlock Sequoia Health Beeber Pharmacy | Specialized

Pharmacy Services Pharmacy.

States include States include: States include States include States Include,

Kansas, Missouri, | Oklahoma, Ohio, Indiana, Ohio, Florida,

lilinois. Louisana, Pennsylvania, and | Massachusetts,
Alabama, Michigan New York, New
Kentucky, All Jersey
states west of
Nebraska

Long Term Care CoordinatingRESOURCES
FORIONGTFRMCARF

B. P&L Performance

During 1998:
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Net income rose 63% to $80.4 million.
Earnings per share grew to 90 cents.
Sales grew 68% to $1.5 billion.
The number of nursing homes serviced grew 570,000.
Omnicare completed 17 acquisitions. This entered them into two new states (Wisconsin and
New Jersey) and strengthened their position in the Northeast, Northwest, and Midwest.

C. Market Forces

Omnicare has invested its resources in positioning itself for the future of the post-acute market. The
company’s investment in acquisitions, formulary management, managed care, information systems,
and disease and outcomes management is a portion of why Omnicare feels it will be successful in the
future. The above areas are discussed in detail below.

Long Term Care CoordinatingRESOURCES

FORLONGTERM CARE

1. Acquisitions

Acquisitions have been the thrust of Omnicare’s efforts for the past 18 to 24 months. Omnicare looks to
acquire pharmacies that have been successful in their current markets and that will help the company
achieve at least a 35% market share in a given geography. Omnicare is looking to have a hold on its
locations to be competitive when managed care enters this market segment. Currently, Omnicare has
surpassed this goal and has a 57% share in the areas it services.

Omnicare is in an extremely competitive market, competing with NCS and PharMerica. for pharmacy
acquisitions. These acquisitions are capital intensive, as market price for a 1,000-bed pharmacy is
approximately $1 to $2 million. Omnicare’s philosophy is to pursue acquisitions that allow the company
to gain strength in new geographic markets.

When Omnicare acquires pharmacies, the previous owner and/or upper level manager agrees to stay
for at least 3 years to keep continuity with the staff and customers. The company is proud of its track

record in past-owner retention, as over 95% of past owners stay past the 3-year commitment despite
having sold the pharmacy for millions of dollars.

Once acquired, Omnicare moves to increase operating efficiencies by consolidating functions related to
purchasing, formulary compliance and therapeutic intervention programs, medical records, dispensing,
marketing, and professional services. The company believes the other functions of the pharmacy
should be maintained as they were as an independent pharmacy because these are the things that
made the pharmacy successful in its particular market. Therefore, the practices of each Omnicare
pharmacy, in many ways, are very different. For example, Westhaven Pharmacy Services, a pharmacy
servicing 20,000 beds out of Toledo, Ohio, has a philosophy whereby it sends three people into every
nursing home: a consuitant pharmacist, a quality control representative, and a customer relations
representative. The feeling is that this frees up more of the consultants’ time. No other Omnicare
pharmacy operates in this manner.

Omnicare’s growth strategy has allowed the company to generate economies of scale and streamline
operations in order to fund development and expansion of innovative services—designed to improve
" care for the elderly on a cost-effective basis.

A large contributor to the pharmacy efficiency is Omnicare’s arrangement with Heartland Healthcare
Services. In late 1994, Omnicare entered into a 50-50 agreement with Heartland Healthcare Services.
This venture is to use Heartland’s high-volume repackaging facilities in Toledo, Ohio, and Ft.
Lauderdale, Florida, to provide greater efficiencies and substantially reduce costs in repackaging

-14 -
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pharmaceuticals for nursing homes. Cost of repackaging at the regional facilities is approximately 80
cents per package. Cost associated in repackaging at Heartland is approximately 20 cents per
package. The company is currently repackaging-generic drugs and the top 20 branded drugs used in
the system.

Omnicare’s goal is to repackage 80% of all pharmaceuticals at these facilities in 1999. This wouid
further reduce costs associated with repackaging. The company's goal is to be able to make larger runs
and send more packages to regional facilities at one time. In order to accomplish this, the company will

Long Term Care CoordinatingRESOURCES
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need to increase dating on repackaging by completing stability studies on the new packaging.

Omnicare has tumed to the manufacturers for help in this area. Currently, Risperdal®, Propulsid®, and
Ultram® are being repackaged at Heartland.

After successful acqguisitions and standardization of the above functions, Omnicare set out to grow the
number of beds served at the regional sites and increase efficiency of pharmacy operations. Omnicare
utilizes its National Sales and Marketing force, established in 1994, to increase the number of beds
each facility services, promoting the strength of the Omnicare system and the benefits this will provide
to the nursing home. The sales and marketing functions are run by Mary Lou Fox, Vice President of
Sales and Marketing and past president of Westhaven Pharmacy, a 20,000-bed Omnicare facility.

Higher acuity levels among nursing home residents contribute to sales and earnings momentum, as
these patients require more complex care. In tum, this trend has generated greater demand for
Omnicare’s expanding infusion therapy. Infusion therapy was one of Omnicare’s fastest growing market
segments in 1996, generating $54 million in revenue. In 1996, despite the company’s focus on
servicing nursing homes, Omnicare was the fifth largest infusion company in the country. In February
1997, Omnicare acquired two infusion companies and plans to expand this segment of the company.
Omicare is in the process of adding Region IV Managers to their regional structures. The current issue
with infusion therapy is competing with hospital services due to lower hospital prices.

Omnicare is also expanding its existing pharmacies to be more competitive in the home health market.
According to Omnicare sources, it is currently the eighth largest company in home health. All
pharmacies are in the process of incorporating a home health element into their business, to keep
Omnicare the dominant player in the long-term care market. Omnicare has also moved into the growing
assisted living market. Currently, 10% of Omnicare’s sales are going into this market. The company is
offering a quarterly review of assisted living resident medications and working with hospitals in rural
areas to boost this business segment. Omnicare is aiso moving toward working with care-planners to
follow patients through the various levels of acuity and being the provider of their drugs, infusion, or
consulting needs at any level of acuity in the post-acute care market.

Omnicare is also looking to acquire other types of facilittes outside of LTC pharmacies. The company
feels there will be only so many viable LTC phammacies to acquire. The company is looking at other
businesses to expand the breadth of its services in heatithcare. Dialysis centers is an area they are
looking into. Northshore Pharmacy Services is currently the only Omnicare pharnmacy involved in
dialysis.

2. Formulary Management and Clinical Interventions

Omnicare subscribes to the theory that pharmaceutical therapy remains the most cost-effective means
of treating the chronic ailments that affect the elderly. Yet simply reducing the cost of pharmaceuticals
is not the answer to improving the nation’s healthcare system. Omnicare believes that weighing the
clinical effectiveness of drug therapy, not just its cost, will uitimately lower healthcare costs and provide
better medicine for the elderly. Thus, Omnicare developed the nation’s first clinically based drug
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formulary tailored to the unique needs of the geriatric patient. it enhances the ability of physicians and
other healthcare professionals practicing in long-term care facilities to provide superior care to the
elderly while reducing costs.

In 1993, Omnicare began to work with a highly respected and independent academic institution, the
University of Sciences in Philadelphia (USP), now named Advanced Concepts, noted for its expertise in
long-term care. Disease states and therapeutic drug classes that have the greatest impact on geriatric
medicine and long-term care, as well as cost impact on the healthcare system, are selected. The
mission of this program has been to create a disease-specific, clinically sound reference for drug

Long Term Care CoordinatingRESOURCES
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selection, taking into account the unique needs of the elderly in nursing facilities. "Geriatric

Pharmaceutical Care Guidelines” is updated annually and contains clinical reviews of more than 100
therapeutic drug classes and over 600 individua! drugs.

All drugs are organized by disease state and therapeutic class used to treat that disease. The clinical
evaluations and ratings of each drug are performed by USP. Within its therapeutic class, each
medication is classified as "Preferred," "Acceptable,” or "Unacceptable” based on the drug's
effectiveness. Effectiveness is determined based on age-specific variables, interactions with other
drugs and food, safety, toxicity, drug administration, other nursing facility considerations, and resulting
quality of life.

The criteria used for these clinical rankings are:

PREFERRED: Drugs that have documented, distinguishing positive effects or outcomes compared with
other drugs in the therapeutic class, lower potential prevalence of adverse drug reactions, or some
unique characteristic that provides a clear clinical advantage in the nursing facility resident population.
ACCEPTABLE: Drugs that have comparable efficacy and safety with minimal distinguishing
characteristics (e.g., therapeutic outcome, functional improvement) in the nursing facility resident
population.

UNACCEPTABLE: Drugs with greater prevalence or severity of adverse reactions or lack of
documented therapeutic efficacy versus other drugs when used in the nursing facility population.

The Preferred, Acceptable, or Unacceptable rating is the view of PCPS clinically in geriatrics per
disease state and does not necessarily indicate the drug preferred by Omnicare.

Following the clinical review by USP, every Preferred or Acceptable drug is assigned a dollar symbol,
ranging from one to seven dollar signs, representing the drug’s relative cost within its therapeutic class
by Omnicare’s Formulary Champions. The doliar signs are reflective not of contract price to Omnicare,
but the end cost to the payer based on a 30-day prescription.

Of clinical relevance to Johnson & Johnson are the following drug categories: Behavioral Disturbances
Associated with Dementia, Chronic Pain {(non- mallgnant) GERD, Respiratory Tract Infections, and
Urinary Tract Infections.

Risperdal® is rated as a Preferred drug in the category Behavioral Disturbances Associated with
Dementia. Risperdal® is currently the number two drug in dollars prescribed in the Omnicare system,
representing in excess of $100 million. Risperdal® has been assigned six dollar symbols, more than
any other antipsychotic. Clozaril® is rated Unacceptable. Zyprexa is Preferred® and Seroquel is
Acceptable. Risperdal® share in the third guarter of 2001 was 58.5%.

The category Chronic Pain (non-malignant) was added in the 1997 formulary update. Omnicare is
looking at further review of pain, separating different types of pain in the future, and further defining the
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class as three classes: Acute Pain, Chronic Malignant Pain, and Chronic Non-Malignant Pain. Both
Ultram® and Duragesic® are rated Acceptable in this category. They each have six doliar symbols.
This class rates acetaminophen and salicylates (non-acetylated) Preferable. All of the NSAIDS and
opioids are also rated in this class.

Omnicare rated Darvocet® as Unacceptable and has expressed an interest in moving pharmacists from
allowing this to be dispensed in the nursing homes. Consultants can lose up to 30% of their total points
on monthly "report cards” based on excessive propoxyphene use. Omnicare nationally dispenses 12
million units of Darvocet® per year. Alan Mason, PharmD, Regional Director of Clinical Services in the
Gateway Region has created an intervention program to decrease Propoxyphene use. This program
incorporates Ultram® as an alternative, and has national possibilities. Omnicare is also in the process.
of completing a Cytotec® study on Gl bleeds, which may be beneficial to Ultram®.

The Proton Pump Inhibitors (PPls) Prevocid® and Prilosec® are rated as Preferred agents in the
GERD category. Previcid® has three dollar signs and Prilosec® has four dollar signs. Aciphex is
acceptable..

In the Hospital —Acquired, Nursing Home Acquired Pneumonia section Levaquin is “Preferred”. Itis
acceptabile in the Nursing Home Acquired Pneumonia and Upper and Lower Respiratory sections of the
formulary. Omnicare is running a prospective intervention aimed at Cipro and UTl’s.

The 1997 update includes a practice guideline for depression, a condition that affects 25% of all nursing
home residents, and a pathway for pharmacologic management of patients with heart failure based on
severity of Dypsnea on Execration. Disease state management programs in progress are congestive
heart failure being targeted nationwide, atrial fibrillation at Specialized Pharmacy and Beeber
Pharmacy, depression at Westhaven Pharmacy and in Alabama, osteoporosis in St. Louis, and flu
nationwide. Omnicare is currently planning for programs to implement in late 1998.

Omnicare currently has nearly 1000 clinical pharmacists that meet regularly with physicians and
medical directors to review each resident’s progress and drug regimen. By choosing a product with
fewer dollar signs in the Preferred or Acceptable class, a physician can provide cost-effective therapy
with the best possible clinical outcome. Omnicare has 18 active Patient Specific Therapeutic
Interchange Programs in effect. The success of these interchanges determines the rating the
consultants get on their report cards. Mark Lehman and Gary Irwin develop a "tool box" complete with
pharmacologic drug information and interchange specifics to include charting tools and letters to
physicians. The consultant pharmacists are active in having physicians sign therapeutic interchange
forms that allow pharmacists to review charts and make switches without having to consult with the
physician. Consultants receive report cards from Omnicare showing their success with Omnicare Select

Long Term Care CoordinatingRESOURCES
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Products and share data on drugs in active therapeutic programs or part of disease state management

programs. The PSC Formulary Champions work with the consultants to achieve Omnicare goals on
specific drugs. Omnicare states that this effort has helped the company lower the cost of
pharmaceutical care to the elderly by approximately 16%. New therapeutic classes will be selected on
an annual basis.

When analyzing market share and formulary status, clinically and economically, there does not seem to
be a direct correlation between the clinical rating (Preferred or Acceptable), dollar rating ($-$$$$%$$).
and market share.

Omnicare is able to drive share on multisource products by utilizing the Toledo Heartland facility as a
wholesaler and only stocking the one preferred generic.
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3. Managed Care/ Information Systems/ Disease State Management/Prospective Payment

The long-term care pharmacy is facing a changing environment as Medicaid and Medicare managed
care becomes more of a reality. Omnicare needs to position itself as a provider of information
conceming quality and cost-effective outcomes in the post-acute care market. Also, Omnicare’s
consultants need to become more of a resource both educationally and operationally in the nursing
homes. Omnicare is positioned to meet the challenges of managed care. The company'’s clinically
based formulary takes on a greater strategic significance and forms the basis for its role as a
pharmaceutical benefit manager for the geriatric population. It also serves as the nucleus of Omnicare’s
entry into disease and outcomes management.

Toward this goal, Omnicare is integrating information systems to be a more comprehensive provider of
geriatric therapies. The company acquired Dynatran Computer Systems, a Portland, Oregon, based
software developer, in late 1995. This system provides assessment systems to nursing homes, and
incorporates data on patient diagnosis, treatment plans, and health outcomes for each resident.
Omnicare’s OSCAR?2 system is a consultant system that links all 1000 clinical pharmacists with a
database of clinical information. The newest addition to the information system is the Oasis. This
system will be placed in all regional pharmacies to computerize medical records, dispensing, and
billing. :

Omnicare currently has the Oasis system running in three pharmacies. PRN in Indianapolis was the
first. When Oasis is active in all pharmacies, the company plans to link all three systems together to
have a comprehensive system to generate valuable outcomes data to payers and pharmaceutical
manufacturers.

In January 1997, Omnicare acquired the international contract research organization Coromed.
Coromed provides comprehensive clinical drug development and research services to the
pharmaceutical, biotechnical, and medical device industries. Omnicare feels this acquisition wilt provide
a unique opportunity to utilize Coromed expertise in information and data management and wili
facilitate Omnicare’s initiatives in disease state and-outcomes by enabling the consolidation and
analysis of healthcare data on more than 300,000 elderly residents served by Omnicare.

Omnicare’s strategy has produced strong growth and positioned this company to meet the chalienges
ahead as the long-term care industry moves toward managed care and other modeis of cost control. To
remain competitive as it grows in size and in involvement in managed care, Omnicare has expressed
interests in resources to help train internat employees on marketing skills, total quality management

Long Term Care CoordinatingRESOURCES

FOR LONGTERM CARE
and continuous quality improvement processes, tools to measure performance and report results, risk

assessment tools to address capitation/Medicaid risk contracts, and assistance in achieving JCAHO
accreditation for all of the company’s pharmacy sites.

E. Omnicare Corporate Priorities
Omnicare has indicated that its strategic priorities for 1999 are as follows:
1. Work efficently within the Prospective Payment System
—JCAHO accreditation for all pharmacies
—Lower cost of pharmacy operations through increased efficiencies -
—Increase focus on outcomes research and data management to be
prepared to provide cost-effective pharmaceutical solutions

-18 -
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IV.Customer's View of Industry & Competition

A. General Practice

Omnicare’s strategic priorities are much like those of a pharmaceutical manufacturer—to prove the
value of pharmaceutical intervention in a healthcare environment focused on controlling cost. One of
Omnicare’s strategic priorities is to increase pharmaceutical expenditures from 8% to 12% in the
facilities serviced, by demonstrating the ability to use pharmaceutical interventions versus more costly
heaithcare to improve patient outcomes. Omnicare has invested many resources in increasing its ability
to successfully manage the available geriatric data to prove cost-effective outcomes. Another strategic
objective is to partner with manufacturers at top levels of both corporations. Both are indicative of a
positive view of the pharmaceutical industry overall.

Omnicare subscribes to a three-fold purchasing decision. First, the agent must be at least clinically
Acceptable and no less efficacious than the current Omnicare Select Drug. Second, the agent must not
be an increased cost to the payer of the biil, whether Medicaid, Medicare, or third party. Third, the drug
must offer good margins to Omnicare. Omnicare looks for a good mix of all three in determining an
Omnicare Select Drug and designing an interventional program to move share of a designated product.

B. Key Players

Dan Maloney, RPh, Vice President of Purchasing, has the buying authority for Omnicare. Omaicare is
in the process of hiring regional purchasing managers who will buy under Dan’s authority. Dan’s
purchasing decisions need to balance with the clinical priorities-of Mark Lebhman, PharmD, Directors of
Clinical Services. For example, if Dan signs a contract agreeing to Risperdal® achieving shares in
excess of 80%, it will be Mark’s responsibility to put into place the clinical interventions to make sure
the contract is executed successfully. Dan, Gary, and Mark report to Tim Bien, RPh, Senior Vice
President of Purchasing and Professional Services. Tim is the individual that would balance the
priorities and differences between Clinical and Purchasing needs.

The five regional directors of clinical services play a critical role in implementation of clinical initiatives.
The 1000 Omnicare consultants take direction from the five regional directors in prioritizing initiatives.
Another key player is Cathy Dragon, PharmD, Director of Programs at the Univaersity of the Sciences
in Philadelphia, who is the individual responsible for the clinical evaluations that go into Omnicare’s
purchasing decisions. Omnicare also has a P&T Committee comprised of physicians, directors of
nursing, and pharmacists. :

C. Customer's Attitude

Omnicare purchases more pharmaceuticals from J&J than any other manufacturer. We have been
Omnicare’s number one vendor for the past 5 years due to the escalating sales of Risperdal®. The
company feels, due to the quantity purchased from J&J, we have not serviced them in the past both
contractually and with services and programs they deserve.

Omnicare and J&J signed a 5- year performance-based agreement effective May 1, 1999. The strategic
products are Risperdal®, Duragesic®, Propulsid®, Ultram®, Levaquin®, Floxin®, and Procrit®.
~ Omnicare is pleased with the agreement and current working relationship.

Omnicare is encouraged by J&J's commitment to invest in a group of specified long-term care business
managers. Omnicare has been pleased with the progress we have made over the past 9 months in
learming about each other's organizations and moving toward a direct contracting agreement. We are
viewed as a strategic partner.

.19 -
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Omnicare currently has good relationships with Bristoi-Myers Squibb; as cited in the 1995 Annual
Reporn, they partnered to develop the first geriatric disease management program on congestive heart
failure. In addition, a current Director of Clinical Services, Mark Lehman, worked for several years at

Bristol-Myers Squibb in Medical Marketing.

Customer's View of our Competition

How Customer Sees Competition J&.J Pharmaceutical
(Scale from 1:Worst to 10:Best) Companies

Level of business relationship 8 10
Understanding of customer's 7 9
business situation

Product fit to customer's needs 7 10
Positioning in customer's 7 10

| organization

Product/Service reputation 8 8
Prices 7 7
Helpfulness to customer 8 9
TOTAL 52 63

Identify the Three Most Important Facts About Account's Appraisal of the Situation

1. J&J is the largest supplier of pharmaceuticals to Omnicare. Not only does the company purchase
more from us than any other vendor, we also have high market share in Risperdal®—58%, Levaquin-
70% and Duragesic®—60%. Omnicare has mentioned repeatedly it is expensive to execute an
interventional program to dethrone a market leader.

2. Omnicare has initiated a P.S.T. |. on Risperdak® and a prospective intervention with Levaquin.

3. Omnicare is encouraged by the formation of the Long Term Care Business Group. The company has
been impressed with our group and the progress we have made in understanding their business.
Omnicare understands that the LTC Business Group has spent in excess of $1,000,000 since 1997 for
educational, pull-through, and social activities. They have mentioned on several occasions how pleased

they have been with the way our group has-taken to this partnership.

Long Term Care
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V. Situation Appraisal (Our View)
Team Evaluation of the Account Score
(Scale from 1:Worst to 10:Best)
Its sales trend (2-3 years out)(in their own market) 10
lts growth vs. our strengths 9
How coachable its people are 7
How much we enjoy working with the account 8
Showcase/referral source for us 10
Recent trends of orders 9
How much it helps us (Give and take or all take, no 6
give)
TOTAL 59

Compare this team evaluation to that of the customer’s view of us and our competition.

Omnicare is an important customer to the J&J Pharma Group due not only to the company’s strength in
size in the long term care market, but also due to the company’s ability to drive market share. Omnicare
also has the resources with its information systems and newly purchased CRO’s, Coromed and IBAH,

to assist us with needed geriatric outcomes data.

J&J is new to this segment of the market with a structured approach to working within this segment.

Our relationship with Omnicare has improved during 1999. Omnicare is pleased with the approach we
have taken with 14 business managers and offering to create clinical and business programs jointly to
fit both parties’ strategic goals. We have come a long way in catching Iong—standung relationships that

Omnicare has with Merck, Lilly, and BMS.

-21-
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VL. Situation Appraisal Summary

A. Strengths

Omnicare purchases more pharmaceuticals from J&J, in dollars, than any other manufacturer.
Omnicare feels it is easier to go with the market leader than to put into place large interventional
programs to switch from a market leader. Currently, Risperdal®, Levaquin, Ultram®, and Duragesic®
are among Omnicare’s top 20 drugs dispensed. Omnicare has impiemented a P.S.T 1. with Risperdal®
effective July 1, 1897. Currently, plans are under way to incorporate a D/C on propoxphenes that would
have an increased market potential for Ultram®.

The diversity and breadth of J&J positions us to be a resource to Omnicare beyond the portfolio of
products we represent. We have the resources to contribute to Omnicare’s organizational and business
issues; for example, our expertise in marketing, sales training, risk assessment reimbursement, and
performance measurement.

J&J Pharma Group has signed a five year performanced based contract with Omnicare. The contract
offers significant rebate opportunities for driving share of Risperdal®, Duragesic®, Ultram®,
Levaquin®, Floxin® and Procrit®.

B. Opportunities

The Risperdal® P.S.T.| program will continue with new acquisitions inserviced throughout 2002..
LTCBMs have been assisting Omnicare at individual regional sites by inservicing 80% of their total
beds. The issue now becomes the ability to track the effectiveness of the intervention program.
Omnicare has been very limiting regarding specific utilization data. If we can generate this information,
it will help us to become more specific in addressing regional areas that need more attention. We also
have an opportunity to perform a retrospective study looking at the efficacy, tolerability, and cost of
Risperdal® in the geriatric patient population.

Pain is categorized in the formulary as one disease state—Chronic Pain (non-malignant). Pain has
become a big issue in Jong term care with the MDS 2.0, state regulations, and national events
surrounding pain. We can leverage our deep product line in pain to help Omnicare better categorize
types of pain, appropriate therapies for different types of pain in the long-term care setting, and ways to
manage side effects of pain medications. We can also help Omnicare develop pain assessment tools,
which regional pharmacies are looking for due to many that regulations individual states are putting on
pain assessment in nursing homes. Omnicare plans to roil out a national pain initiative during the
second quarter of 1998.

C. Trends

Consolidation and acquisitions of pharmacy providers in the long-term care market.

The reality of capitation in the form of Prospective Payment Systems has become Federal Law on July
1, 1998.

Expansion of services into the Assisted Care Living and Home Health Care arenas.

Movement of payers from private insurance, fee for service, and government to managed care; this
trend results in the need for pharmacies to become a source of information, as well as a source of
pharmaceuticals, leading to:

—Increased need for information systems

—Ilncreased need for ability to gather outcomes data

As pharmacies become large corporations made up of smaller regional pharmacies, their needs to
acquire skills in marketing, management, training, etc. are increasing.

The requirements on consuitant pharmacists continue to increase which decreases their time to
implement new interventions.

D. Key Players ‘

Sponsors

Tim Bien RPh, Senior Vice President of Purchasing and Professional Services

| -22-
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Antisponsors

None Identified
Strategic Coaches
Dan Maloney, Vice President of Purchasing. Prior to working with Omnicare Corporate, Dan was with
Interiock Pharmacy, now an Omnicare-owned pharmacy, in operations.
Mark Lehman, PharmD, Director of Clinical Services. Prior to working for Omnicare, Mark was in the
phamaceutical industry. He worked for BMS in Medical Marketing. Prior to that he was a
representative for Lilly.
Cathy Dragon, Director of Program Development, Philadelphia College of Pharmacy and Science.
Five Regional Directors of Clinical Services.
Ten Regional Vice Presidents.
E. Vulnerability
This account represents $200 million worth of sales. All of our products do have competition that couid
replace at least a portion of this business. Risperdal® is currently 60% of our sales with Omnicare.
Zyprexa® has been very aggressive with Omnicare. Omnicare has indicated that in newly acquired
pharmacies, Zyprexa® has increased quickly. Eli Lilly has also been very active in the long-term care
market for the past 5 years.
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Strengths
Vulnerability

Opportunities

Trends

Key Players

Possible Goals

Contracts: Dollar
Potential:
Risperdal®

1. Risperdal® share
2. Heartland
Repackaging
Initiative_

3. Coromed -
Outcome Based
Research.

4. Pain Initiative

5. Anti - Infective
Initiative.

1. Continued
acquisition of
pharmacies.
(Growth).

2. Movement of
payers to managed
Medicaid or
Medicare.
Prospective
Payment System.
3. Movement into
Assisted Care Living
and Home Health

1. Tim Bien, RPh,
VP Purchasing and
Professional
Services

2. Dan Maloney,
Director of
Purchasing

3. Mark Lehman,
PharmD, Director of
Clinical Services.
4.Cathy Dragon,
Director, Clinical
Qutcomes —

1. Assist Omnicare
with Heartland
repackaging project
for all strategic
brands

2. Become
Ompnicare's resource
for pain, behavior
management, and
anti-infective
therapy

Care fields. Advanced Concepts
Strength: Breadth 1. Risperdal® share. | 1. Continued 1. Tim Bien, RPh, 1. Pantner to assist
of J&J Resources 2. Heartland acquistion of VP Purchasing and with reimbursement
Product Line: Repackaging pharmacies. Professional issues utilizing JPI
Initiative. (Growth) Services reimbursement
3. Coromed - 2. Movement of 2. Dan Maloney, managers and
Outcome Based payers to managed Director of JJHCS government
Research. Medicaid or Purchasing affairs directors
4. Pain Initiative. Medicare. 3. Mark Lehman, 2. Implement
5_ Anti - Infective Prospective PharmD, Director of | outcomes projects in
Initiative. Payment System. Clinical Services APS and anti-
3. Movement into 4_ Cathy Dragon, infeclives
Assisted Care Living | Director, Clinical 3. Assist with
and Home Health Qutcomes — JACHO
Care fields. Advanced Concepls | accreditation
Strength: 1. Risperdal® share. | 1. Consolidat- ion of | 1. Gary Erwin, Vice 1. Qutcomes project
Partnership in 2. Heartland pharnmacies President Health in APS
Outcomes Repackaging 2. Movement of Systems 2. Outcomes project
Management Initiative. payers to managed | 2. Cathy Dragon in anti-infeciives
3. Coromed - Medicaid or Director, Clinical 3. Pain
Outcome Based Medicare. Oulcomes — management
Research. Prospeclive Advanced Concepts | program.

4. Pain Initiative.
5. Anti - Infective
Initiative.

Payment System.
3. Movement into
Assisted Care Living
and Home Health

4. Regranex®
outcome research
for pressure ulcers

Care fields.
Vuinerability: Loss | 1. Risperdal® share. | 1. Consolidat- ion of | 1. Tim Bien, RPh, 1. Risperdal®
of Sales; Zyprexa® | 2. Heartland pharmacies VP Purchasing and interventional
Threat to Repackaging 2. Movement of Professional program
Risperdal® Initiative. payers o managed Services 2. Pain
3. Coromed - Medicaid or 2. Dan Maloney, interventional
Outcome Based Medicare. Director of program
Research. Prospective Purchasing 3. Anti - Infeclive
4. Pain Initiative. Payment System. 3. Mark Lehman, Intervention
5. Anti - Infective 3. Movement into PharmD, Director of { Program
Initiative.. Assisted Care Living | Clinical Services
and Home Health
Care fields.
: -24 -
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Contract Summary
This will be a five-year offer.
The contract is a combination charge-back and rebate agreement.
Strategic products are Risperdal®, Duragesic®, Ultram®, Reminyl®, Floxin®, and Levaquin®. They are
all eligible for both a quarterly performance rebate and an annual performance fee.
Rebates are earned on the basis of:

- Actual market share attained

- Product's position on formulary with no competitive disadvantages

- Product designated, at minimum, "Acceptable” on formulary
Strategic product performance fee is eamed upon:

- Implementing J&J approved interventional programs

- Achieving pre-determined performance tier

- Additional utilization

- Additive to the quarterly rebates
Market share is calculated on the basis of days of therapy derived from DACON measure.
All J&J products are purchased at contract price (distributor list price less a small discount for capturing
charge-back). The rebated products shall also be purchased and rebated at this price-protected
contract price. Contract price is price-protected for the first 12 months of the agreement. For the
subsequent term, there will be no more than one price change per line item during the 12 months and
the aggregate price increase will be CPI +2.

-25.
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VIIl. Putting It All Together

Charter Statement

J&J suppiies high-quality products and jointly created clinical and business programs to Omnicare that
aid Omnicare in achieving corporate goals and objectives.
Four Best Opportunities

Focus efforts in generating Risperdal® share of atypical APS market through
interventional programs targeting conventional antipsychotics and Seroquel.

.Develop Alzheimer's Initiative and push for education programs at provider sites.
Continue to execute Levaquin® intervention quinolone program.

Establish relationships with Omnicare CRO for outcome based research opportunities.

Three Best Goals

Become Omnicare’s resource for pain, behavior management, and anti-infective
therapy through clinical expertise, clinical interventional tools appropriate to LTC,
outcomes data, and value-added services.

Partner to assist with reimbursement Medicaid/Medicare/Prospective Payment issues
utilizing JPI reimbursement managers and JJHGS government affairs directors.
Implement outcomes projects in APS and AD markets..

Primary Revenue Target
Omnicare will purchase $200 million from the J&J Pharmaceutical Group.

Single Best Opportunity
Risperdal® preferred status on Omnicare’s Geriatric Guidelines. To continue this formulary status and

to implement Risperdal® PSTI program at all regional sites. Risperdal has the largest doilar potential
and the most to lose.

Focus Investment (Resources Needed)

APS programs geared to the LTC patient population
Continued funding for Levaquin® interventional program
Omnicare CRO research projects.

Stop Investment

Monies spent on consultant resources without focus on Omnicare corporate will be money poorly
invested.
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IX. GOAL ACTION PLAN

Goal: Improve market share of the J&J Pharmrmaceutical products. Develop long-term relationship with Omnicare,

inc.

Primary Revenue Target (2002) Q1 $48M Q2 $48M Q3 $50M Q4 $52M

Objectives Ist duarter 2nd Quarter 3rd Quarter 4th Quarter Comments
FY 1998 FY 1998 FY 1998 F
Projects Set up Meeting —
with o :";%m::‘s for | capabilities for
OmnEcare Pr&gentation’ for Omnchre
CRO’s Omnicare CROat | CRO’s in
Janssen Titusville. | Titusville
Levaguin®
Program
Risperdal®
P.S.T.L
Long Term Care CoordinatingRESOURCES
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X. Review & Measurement

Ninety-Day Review

Five Critical Facts Opportunity or Threat Implications for Strategy
1.Good ongoing relationship with
Omnicare.

2. Risperdal now shares “Preferred
Status with Zyprexa in Behavorial
Management category of Genatric
Guidelines.

3. No current relationship exists for
future studies using Omnicare
CRO.lilly has their CRO Preferred.
4_Acceptable status to be given to
Levaquin for Community —Acquired
Pneumonia in newest Geriatric
Guideline.

5. All Cholinesterase Inhibitors are
acceptable in category..
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APPENDIX A
. OMNICARE ACCOUNT TEAM

Bruce Cummins - Long Term Account Director

REDACTED

Matit Lawrence - Term Care Account Manager
REDACTED

Tom Zavasky

REDACTED

Tom Mackey

REDACTED

Joe Shellem

REDACTED

Haresh Kaneriya

REDACTED

Blaine Morris
REDACTED

Sue Cooper

REDACTED
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APPENDIX B
SALES RESULTS
PRODUCT 2000 SALES 2000 2001 SALES 2001*
MARKET MARKET SHARE
SHARE
Risperdal® $68,364620 57.7% $96,226,896 58.5%
Levaquin® $15,009,170 63.3% $17,745140 66.23%
Duragesic® $18,931913 58.2% $24,953,794 59.5%
Ultram 4,909,367 46% $5,566,402 41.87%
Procrit . $26,690,242
Aciphex $975692 2.6% $2,5612,616 2.7%
Total $
Long Term Care CoordinatingRESOURCES
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